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1. SUMMARY: IN A COMMUNICATION TO THE EC COUNCIL ON 
MARCH 21, THE EC COMMISSION HAS SUGGESTED THAT THE 
COMMUNITY TAKE THE INITIATIVE IN ESTABLISHING A $3 
BILLION EMERGENCY AID FUND TO ASSIST THOSE LDCS MOST 
AFFECTED BY THE RISE IN OIL AND OTHER RAW MATERIAL 
PRICES. ACCOURDING TO THE COMMISSION, THE FUDN WOULD 
BE FINANCED BY CONTRIBUTIONS FROM ALL THE "RICH' 1 
COUNTRIES, A TERM WHICH, WE ARE TOLD, WOULD 
SPECIFICALLY INCLUDE SOME OF THE OIL PRODUCERS. THE 
ECS CONTRIBUTION TO THE FUND WOULD BE $500 MILLION. 

THE COMMISSION PAPER ALSO SUGGESTS THAT THE COUNCIL 
MIGHT WISH TO TAKE ACTION ON THIS IDEA PRIOR TO THE 

UNGA SPECIAL SESSION ON RAW MATERIALS. PERM REP SOURCES QUESTION 
THE TIME TABLE AND EXPRESSED LITTLE ENTHUSIASM FOR THE 
NEW DEMAND FOR MEMBER STATE CONTRIBUTIONS. END SUMMARY. 

2. COMMISSIONER CHEYSSON PRESENTED THE COMMISSION'S 
PROPOSAL TO THE PRESS ON MARCH 21. IN ITS BRIEF 
ANALYSIS, THE COMMISSION'S PAPER REVIEWS THE PRESENT 
SITUATION OF THE LDCS IN THE WAKE OF INCREASES IN OIL, 

WHEAT AND FERTILIZER PRICES. IT ESTIMATES THAT ADDI- 
TIONAL LDC IMPORT COSTS (IF MAINTAINED AT 1972 IMPORT 
LEVELS) TO BE ROUGHLY $15 BILLION. ACCORDING TO THE 
COMMISSION, THIS FIGURE REPRESENTS 30 PERCENT OF THE 
TOTAL VALUE OF THEIR EXPORT IN 1972, 80 PERCENT OF THE 

VALUE OF TOTAL FINANCIAL FLOWS FROM DAC COUNTRIES TO 
THE LDCS, AND ROUGHLY TWICE THE PUBLIC DEVELOPMENT AID 
PROVIDED BY THE DAC. 

3. THE COMMISSION CATEGORIZES THE LDCS INTO THREE 
GROUPS: A) THOSE WHO WILL BE ABLE TO COMPENSATE FOR 
THE INCREASE IN IMPORT PRICES BY MEANS OF INCREASED 
REVENUES FROM EXPORTS OF RAW MATERIALS WHOSE WORLD 
PRICES HAVE ALSO RISEN CONSIDERABLY DURING THE PAST 
YEAR; B) THOSE WHOSE TERMS OF TRADE HAVE DETERIORATED 
BUT HAVE SUFFICIENT RESERVES TO SOFTEN THE ADJUSTMENT 
PROCESS OVER TIME EITHER BY BORROWING OR USING 
ACCULULATED RESERVES; AND C) THOSE WHO FIT IN NEITHER 
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OF THE ABOVE CATEGORIES AND ARE MOST DRAMATICALLY 
AFFECTED BY THE PRESENT SITUATION. THE LATTER INCLUDE 
THE POPULOUS COUNTRIES OF SOUTHEAST ASIA, CENTRAL 
AMERICA, THE CARIBBEAN, THE SAHEL AND OTHER TROPICAL 
AFRICAN COUNTRIES. THOSE COUNTRIES CAN EXPECT NO 
CAPITAL INFLOW FROM OIL-EXPORTING COUNTRIES, AND THEIR 
PRESENT INDEBTEDNESS MAKES ADDITIONAL BORROWING DIFFICULT. 

THE COMMISSION S PROPOSAL, CITED IN PARA 1, IS DIRECTED 
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PRIMARILY FOR THE BENEFIT OF THE COUNTRIES IN THIS THIRD 
CATEGORY. 

4. COMMENT: THIS COMMISSION INITIATE REFLECTS 
PARTICULARLY THE THINKING OF EC COMMISSIONER CHEYSSON, 

WHO IS RESPONSIBLE FOR DEVELOPMENT AID. HE USED THE 
SAME ANALYSIS WHEN HE MET WITH A GROUP OF U.S. 

CONGRESSMANE ON MARCH 19. ALTHOUGH HE MADE NO MENTION 
OF THE PRESENT COMMISSION PROPSAL AT THAT TIME, HE DID 
STRESS THE IMPORTANCE OF ENLISTING ARAB PARTICIPATION 

IN EFFORTS TO ASSIST THE LDCS-PARTICULARLY THOSE IN 
THE THIRD CATEGORY DESCRIBED ABOVE. 

5. IN BRIEF CONVERSATIONS MARCH 21-22 WITH SOME MEMBER 
STATE DELEGATIONS, MOST OF WHOM WERE AS YET UNINSTRUCTED 
ON THE MATTER, THERE WAS DOUBT WHETHER AN IDEA SUCH AS 

THIS COULD GET OFF THE GROUND PRIOR TO THE UNGA SPECIAL SESSION 
ON RAW MATERIALS. THERE WAS LITTLE ENTHUSIASM FOR NEW 
COMMUNITY FINANCIAL OBLIGATION WHEN THE REGIONAL FUND 
ISSUE IS STILL OUTSTANDING. A GERMAN PERM REP SOURCE 
TOLD US ON MARCH 22 THAT HE HAD RECEIVED OVERNIGHT 
INSTRUCTIONS REGARDING THE PORPOSAL BUT HE DESCRIBED 
THEM AS "NEGATIVE". NEVERTHELESS. THE SUBJECT HAS BEEN 
INSCRIBED ON THE AGENDA FOR THE WORKING GROUP DISCUSSING 
COMMUNITY PARTICIPATION IN THE UNGA SPECIAL SESSION. OUR GERMAN 
SOURCE WAS DISPLEASED WITH CHEYSSON'S ATTEMPT TO PUBLICIZE THE 
PROPOSAL BY GIVING A LARGE PRESS CONFERENCE. HE ALSO 
CRITICIZED THE LACK OF CONSULTATION WITH OTHER POTENTIAL 
CONTRIBUTORS TO THE FUND-PARTICULARLY THE U.S. OUR 
SOURCE SAID THAT CHEYSSON HAS SURFACED THE PROPOSAL 
DURING A MEETING OF THE DEVELOPMENT COMMITTEE OF THE 
EUROPEAN PARLIAMENT IN BRUSSELS ON THE MORNING OF 
MARCH 21. FRG DEVELOPMENT MINISTER EPPLER WAS PRESENT 
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AND QUESTIONED WHETHER INDUSTRIAL COUNTRIES CAN HOP 
EEEEEEEE 
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